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I ntroduction

This Office of Ingpector Generd (OIG) Work Plan serves as aguide for the alocation of
OIG resources for fisca year 2003. Our planned work reflects suggestions from the OIG,
the Department of Education (Department or ED), and Congress. While the Work Plan
provides aframework for OIG work, we retain the flexibility to divert resourcesto
nationa priorities asthey arise.

The Work Plan is organized by the Department’ s program and operation areas and the
corresponding OIG work groups responsible for these areas. Projects are also arranged
into more specific categories under each program or operation area.

The Plan aso reflects the Department’ s and OIG' s Strategic gods. In addition to these
gods, some projects reflect goa sissues from:

The President’s Management Agenda,
The Management Challenges of the Department, and
The Secretary’ s Blueprint for Management Excdlence.

Each project in the Work Plan lists the gpplicable god s/issues associated with that
project. We have included copies of each of these goads/issuesin the Appendix for
reference. Asindicated in the Work Plan, amajority of our projects support god six of
the Department’ s Strategic Plan, which focuses on establishing management excellence.

Chart 1 projects how OIG gaff time will be dlocated among the Department’ s program
and operation aress.

Chart 1

NON-FEDERAL
SYSTEMS 3%

FINANCIAL
7%
MANAGEMENT
7%
DEPT. OPERATIONS
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The Work Plan is guided by the OIG mission statement:
To promote the efficiency, effectiveness, and integrity of the Department’s
programs and operations, we conduct independent and objective audits,
investigations, ingpections, and other activities.
This mission is accomplished by providing independent and objective assstance to the
Congress and the Secretary in assuring continuous improvement in program delivery,
effectiveness, and integyrity.
To achieve our misson, we have three strategic gods.
1. Toimprove the Department’ s programs and operations.
2. To protect theintegrity of the Department’s programs and operations.
3. Toensure qudity and excdlence in our organization.

Projectsin the Work Plan focus on the first two god's of improvement and integrity.
Chart 2 illustrates the dlocation of resources to achieve these two strategic gods.

Chart 2

IMPROVEMENT
GOAL 1
48%

INTEGRITY
GOAL 2
52%
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The Work Plan aso focuses on the requirements of the Government Performance and
Results Act of 1993 (GPRA). GPRA requires each agency to submit a Performance
Report to the Congress and the Nation on its progress toward achieving its gods and
objectives. For each project in thisWork Plan, we will determine whether there are
established GPRA goas and indicators relevant to the objectives and scope of our work.
If such GPRA gods and indicators are present, we will evauate them. Our work will
also consder the absence of goals and indicators and, if appropriate, make
recommendations for their inclusion.
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Contract Monitoring — Audits of Seected Program Offices and Exter nal
Organizations

Goalg/I ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 6.1
Blueprint Goal: 1
Department Challenges I ssue: 4

ED OIG hasissued 14 internd (including 10 action memoranda) and 11 externa audits
related to contract monitoring from FY 1998 to date. These auditsincluded findingsin
severd generd areas relating to cost terms, invoice gpproval and payment, contract
changes and modifications, key personnel and government property. Asof April 2001,
the Department had over $4.3 hillion in active contracts.

We will continue our efforts to perform reviews of the process used by the Department to
monitor contracts. We will focus on how the Department identifies high-risk contracts
and the process used for monitoring those high-risk contracts. We will aso perform
audits at selected contractors.

This project focuses on OIG's action item responsibility under the Department’ s Strategic
Plan to review the Department's contract monitoring process and evauate its ability to
identify and monitor high-risk contracts.

Anticipated Objectives:

1. Evduate the Department’ s contract monitoring process for identifying and
monitoring high+risk contracts.

2. ldentify high-risk contracts for the purpose of performing compliance and
incurred cost audits at gpplicable contractors.

Review of Monitoring of Debt Collection Agency Contractors

Goalg/l ssues Addressed:
OIG Goal: 1
Department Goal and Objectives: 6.1 and 6.4
Blueprint Goals: 1 and 2
Department Challenges | ssue: 4
President’s Management Agenda I ssue: 9

FSA’s Debt Callection Service (DCS) has contracts with gpproximately a dozen different
firms. In recent years, audits and investigations have found problems with afew of the
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contractors not gppropriatey performing their responsbilities. This review will be an
overal assessment of the monitoring of collection agency contractors by DCS.

Anticipated Objectives:

1. Determine the effectiveness of FSA monitoring activities for collection agency
contractors.

2. Evauate performance of sdected contractors, especidly with respect to funds

collected/remitted to the Department and payments to the contractor, to determine
whether performance is in accordance with contract terms.

Review of the Department's Allocation of Common Support Expenses

Goalg/I ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 6.1
Blueprint Goal: 1
Department Challenges|ssue: 3

Principd offices are alocated common support expenses. These expensesinclude
operations of the mailroom, network support, and personnd support. In prior fisca
years, common support experienced a surplus, and funds were returned to the principal
offices a the end of the fiscd year. Expenses dlocated from common support can
represent a Sgnificant portion of an office's budget and return of funds at the end of the
fiscal year can result in ineffective use of resources.

Anticipated Objectives:

1. Evduate the Department's methods for allocating common support expenses to
principa offices.

2. Evaduate the Department’ s process for ensuring alocations are periodicaly

evaluated for appropriateness and that excess funds are returned to the principa
officesin atimdy manner.

Review of the Audit Follow-Up Process— External Audits

Goals/Issues Addressed:
OIG Goal: 1
Department Goal and Objective: 6.1
Blueprint Goal: 1
Department Challenges I ssue: 3
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Audit follow-up includes reaching a management decison concerning the corrective

action to be taken on report recommendations and completing the agreed-upon corrective
action. This process is gpplicable to recommendations contained in externa and internal
audit reportsissued by the OIG, as well as reports prepared by non-Federd auditors.
OIG conducted an audit of the follow-up process for internal audit reportsin FY 2001,
identifying wesknesses with regard to corrective actions not dways being completed as
reported, action officids not certifying corrective actions were implemented, and

principd offices not having complete records of corrective actionstaken. Thisreview

will focus on the process for externa audits.

Anticipated Objectives:
1. Evauate the Department’ s process for resolving and closing externd audits.

2. Evduate actions taken by principa offices to ensure externd entities are
implementing corrective actions.

3. ldentify potentid externd entities for follow-up audits.

I ntegration of Grants and Program Office Functions

Goals/l ssues Addressed:
- OIG Goal: 1
Department Goal and Objective: 6.1
Blueprint Goal: 1
Department Challenges Issue: 3

In October 1996, Grants Officers and their associated responsibility for the administration
and award of discretionary grants were transferred from OCFO to the various program
offices. Currently, these responsibilities are assgned to Program Specidists and other
adminigrative gaff who, previoudy, were primarily responsible for the programmatic
aspects of the management and oversight of funded projects. In the past, program offices
were responsible for recommending to OCFO which gpplicants should be awarded funds
and how much each should receive. Now, these offices are also responsible for the award
of grants, the gpprova of changesin the funded projects, and their closeout procedures.

Anticipated Objectives:

1. Determineif the Department has established interna controls over the above-
referenced Grants Officer responsibilities that are consistent with the Federd
Managers Financid Integrity Act of 1982 and the Segregation of Duties Standards
in*“Standards for Internd Control in the Federal Government” issued by the
Genera Accounting Office.
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2. Determineif program offices have carried out their Grants Officer respongbilities
in amanner conggtent with laws and regulations.
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Service Continuity

Service Continuity at ED: Business and Systems Consider ations

Goalg/l ssues Addressed:
OIG Goals: 1and 2
Department Goal and Objective: 6.3
Department ChallengesIssue: 9

This review will be conducted as afollow-up on the FY 2002 System Service Continuity
review, which focuses on FSA systems and in alimited way on OCFO. It isimperative
that data and systems that are essentid to the Department’ s ability to conduct business be
adequatdly protected and that reliable provisions exist for the continuation of these
systemns and the availability of this datain the event of terrorist attack, naturd disaster, or
other threat/event. The Department has promised implementation of the Regiond
Technology Support Center (RTSC) in Atlanta as an dternate processing facility for non-
FSA systems by late summer 2002. Furthermore, and in compliance with various
directives, the agency must ensure its ability to continue its operations and the delivery of
mission critica servicesto the public.

Anticipated Objectives:

1. Determine whether the Department has established viable continuation of
operations plans for its business processes.

2. Determine whether sdlect non-FSA Department systems (and data) are protected
commensurate with risk in terms of ensuring service continuity and contingency
planning, and whether adequate tests and exercises have been performed to ensure
the viability of systems service continuity and contingency plans.

3. Determine whether the RTSC facility provides adequate capacity as an dternate
processing facility for ED’s non-FSA needs.

Federal Student Aid Information Technology Systems

Audit of FSA’s Oracle Federal Financials Development and | mplementation

Goals/I ssues Addressed:
OIG Goals 1and 2
Department Goal and Objectives. 6.1 and 6.3
Department Challenges|ssues. 1, 3,and 6

The Systems Interna Audit Team has released two prior reports; “Audit of ED’s
Implementation of FM SS Oracle Federd Financials Phase |, ACN A11-B0003” and
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“ED’s Implementation of FMSS Oracle Federd Financids Phase Il and 111, ACN A11-
C0007,” on the Department’ s development efforts for a new financid management
system. Thisaudit isfocusng on FSA’simplementation of a separate Oracle Federa
Financias system, to include both areview of the security and other system controls as
well as overdl Oracle Federd Financids program management. We dso plan to look a
FSA’s and the Department’ s operation and maintenance of two separate financia
management sysems. Thiswork will continue into FY 2003.

Anticipated Objective:

1. Our survey objective is to evauate select areas of the implementation and
operation of FSA’s Oracle Federd financids, including areview of: the overdl
datus of Oracle Financids development and implementation; the status of
interfaces—what past problems were experienced, how the Oracle systemis
planned to improve upon past problems, and what current problems/concerns
exigt; security of FSA’simplementation of Oracle Financias, and program
management of the Oracle Federd Financias system.

Review of FSA’s Common Origination and Disbur sement System

Goalg/l ssues Addressed:
OIG Goal: 1
Department Goal and Objectives: 6.1, 6.3, and 6.4
Department ChallengesIssue: 10

Under the HEA amendments of 1998, Congress established FSA asaPBO, and required
that the PBO make improvements to the systems supporting student financial assstance
programs under HEA. Since then, FSA has developed and is implementing its
“modernization blueprint” in sages. One of FSA’s mgor system improvements within

its modernization blueprint is the development of the Common Origination and
Disbursement System (CODS) to replace the Recipient Financid Management System
and the Direct Loan Origination System with an integrated sysem. The intent of CODS
was to develop a single system and common process/record for origination, disbursement
and changes, with Web access, to decrease the cogts and difficulties associated with
separate systems and data. The system was implemented in April 2002.

Anticipated Objectives:

1. Peform a post-implementation systems review of CODS and how it has been
implemented to meet user requirements and utilize modern technology to solve

past problems.
2. Andyze how FSA has developed CODS within its long-term modernization goals

and sequencing plan, and how additiond system improvements will follow from
CODS.
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Information Technology Management

| mplementation of Electronic Signatures

Goalg/l ssues Addressed:
OIG Goal: 1
Department Goal and Objectives: 6.3 and 6.4
Department Challenges Issues: 2 and 7
President’s Management Agenda I ssue: 4

The Government Paperwork Elimination Act (GPEA) encourages automation of business
processes, where practicable, to improve eectronic government, and discussed use of
electronic Sgnature or other forms of verifying the identity of users of eectronic
government systems. The Electronic Signaturesin Globa and National Commerce Act
gives dectronic Sgnatures legd authority. As part of its GPEA and overdl automation
efforts, the Department plans to implement eectronic signatures as it continues to
automate its business processes, including many additiona € ectronic signature
goplicationsimmediatdy prior to GPEA’ s September 30, 2003 deadline. Theintegrity of
the Department’ s programs depends on assuring that its eectronic signature
implementations adequately validate the identities of recipients and provide protection
from fraud, and include appropriate computer security and records management
procedures to safeguard electronic records created during loan, grant, and contract
transactions.

Anticipated Objectives:

1. Evduae how the Department isimplementing gppropriate eectronic
authentication procedures for loans, grants, and procurement funds.

2. For selected programs, evaluate how the Department has established adequate
interna controls and computer security Strategies to ensure that computer systems
employing eectronic sgnatures adequately protect the programs from fraud,
waste, and abuse.

Review of the Department’s Capital Planning and | nvestment Process

Goalg/I ssues Addressed:
OIG Goal: 1
Department Goal and Objectives: 6.1, 6.3, and 6.5
Department Challenges I ssues: 7 and 10

President’s Management Agenda I ssue: 3
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Under the Clinger-Cohen Act, Federal Agencies and Departments are required to link 1T
investments with business processes, and evauate the funding requests for each IT
investment proposal againgt the potentia benefits. The Department has recently revised
its Capitd Investment Planning and Investment Process, to include an Investment Review
Board chaired by the Deputy Secretary, to make find decisonson IT investment
proposds, and a Planning and Invesiment Review Working Group chaired by the Chief
Information Officer to evaluate I'T investment proposas and make recommendations to
the Investment Review Board. FSA has maintained a separate capital planning and
investment review process for its own systems.

Anticipated Objectives:

1. Evduate the adequacy of the capitd planning and investment control processes
adopted by the Department/FSA.

2. Bvduate the integration of the capitd planning and investment control process
with the enterprise architecture.

Systems Security

Protection of ED’s Critical Cyber Infrastructure

Goalg/Issues Addressed:
OIG Goal: 2
Department Goal and Objective: 6.3
Department Challenges I ssue: 2

In 1998, President Clinton issued Presidentia Decision Directive (PDD) 63 to provide for
anaiond effort to assure the security of the nation’s critical infrastructures. The
Directive required that a Critica Infrastructure Protection (CIP) Plan be developed by
each agency within 180 days. By May 2003, the United States is to achieve and maintain
the ongoing ability to protect our nation's critica infrastructures. On October 16, 2001,
President Bush signed Executive Order 13231 on Critical Infrastructure Protection in the
Information Age, reiterating the importance of securing cyber assets. 1n 2000, the
President’s Council for Integrity and Efficiency (PCIE) Audit Committee initiated a
government-wide audit of the nation’s CIP Program, planning four phases of review to
address planning and implementation activities, repectively for cyber and non-cyber
assets. OIG participated in the first review phase and issued areport on the Department’s
gatusin September 2000. PCIE hasinitiated areview of the implementation of
protection measures for critical cyber assets, and OIG has agreed to participate in this
review.
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Anticipated Objectives:

1. Review adequacy of planning and assessment activities for protecting critical
infrastructures through a brief review of corrective actions teaken in the areas of: @)
agency plans, b) asset identification, and ¢) vulnerability assessments.

2. Review adegquacy of implementation activities for protecting criticd, cyber-based
infragtructure assets, focusing on: @) risk mitigation, b) emergency management,
C) interagency coordination, d) resource and organization requirements, and €)
recruitment, education and awareness.

The Department of Education’s | mplementation of GI SRA/FISM A

Goalg/I ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 6.3
Department Challenges Issue: 2

The Fiscd Year 2001 Defense Authorization Act (P.L. 106-398), including Title X, Subtitle
G, “Government Information Security Reform Act,” requires the OIG to perform an annua
independent evauation of the Department’ s information security program, plans and
practices. Although the law will sunset in October 2002, it will likely be either extended or
replaced by the Federd Information Security Management Act (FISMA), which so
requires the OIG to perform annua independent eva uations of the agency-wide security
program. Our initid audit results revealed that the Department isin the early stages of
developing and implementing an agency-wide information security program as required by
law. In addition, we discovered sgnificant deficiencies in the following security program
areas 1) security awareness and technica training; 2) incident response and reporting; 3)
security life cycle management; 4) security of contractor provided services, and 5)
performance results of the principd offices information security practices.
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Anticipated Objectives:

1. Determine whether the Department isin compliance with the Statutory requirements
of GISRA/FISMA.

2. Monitor the development and implementation of the Department’ s agency-wide
information security plans, program and practices. Determine whether components
of the security program are meeting applicable OMB and Nationd Indtitute of
Standards and Technology requirements.

3. Determine whether the Department’ s corrective actions effectively mitigate

security weaknesses identified in prior OIG/GAO audits and other independent
evauations.
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ANALYSIS& INSPECTIONS
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Review of Perfor mance Assessment Rating Tool (PART) Process

Goals/l ssues Addr essed:
OIG Goals: 1and 2
Department Goal and Objective: 6.5

As part of future budget processes, OMB is developing common measures to assess
government programs. It is expected that future budget decisonswill be tied to evidence
of program performance and effectiveness. OMB has designed methodologies to
evduate program performance, which are known as the Performance Assessment Rating
Tools (PART). To keep its evauation focused, OMB has selected a number of programs
to be evauated for the FY 2004 process, and plans on evauating additiona programsin
the future. Because of the OIG overdight role, OMB believes Inspectors Generd can help
ensure the validity of agency program assessments.

Anticipated Objectives:

1. Assis OMB in evduaing the PART methodologies.

2. Hdpidentify Department programsto be rated and participate in the rating
process to ensure the Department properly applies the OMB assessment tools and
that resulting ratings are reasonable.

3. Where the Department assesses programs sSimilar or common to those assessed in

other agencies, asss in vaidating the Department’ s methodologies and results to
compare its programs to other agencies and ensure compatibility of assessments.

Reviews of the Department’s Strategic M anagement of Human Capital

Goals/Issues Addressed:
- OIG Goal: 1
Department Goal and Objective: 6.1
Blueprint Goal: 3
President’s Management Agenda I ssues. 1 and 2

The OIG will conduct reviews to identify any needed improvementsin the ddivery of
selected Departmenta operations, functions, support services, and activitiesin the human
capitdl area. Thiswill be accomplished by the analyss and evaluation of existing deta,
work processes, policies and procedures, projects or operations. Projects will include
reviewing the Department’ s progressin (1) developing the Workforce and Restructuring
Man, Improving Program Performance Outcomes Plan, and other related plans, (2)
identifying and analyzing core competencies of Department positions; (3) identifying the
essentid steps in the post- selection process for new hires; and (4) developing its approach
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for the re-enginearing of the human capitd area, induding identifying any OPM
restrictions.

Anticipated Objective:

1. Will be developed after specific ingpections are sdlected for completion.

Review of the Department’s Security | nitiatives

Goalg/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 6.1

The OIG will conduct ongoing reviews of the Department’ s security initiatives. Anayses
and evauations will be performed to identify needed improvements in areas where the
Department has made changes, or undertaken new procedures and/or policies. At times,
it may be necessary to conduct inspections to properly review affected areas of security.
Thiswill be accomplished by reviewing existing data, conducting interviews, and doing
practical onste ingpection of facilities. Projects will include reviews of the
Department’ s security plan and the Department’ s assessment of safety and security. OIG
involvement will identify any areas for improvement including gppropriate
recommendetions.

Anticipated Objective:

1. Will be developed after specific ingpections are selected for completion.

Disclosur e of Consumer | nformation — Annual Security Reports

Goals/Issues Addressed:
- OIG Goal: 1
Department Goalsand Objectives: 1.1, 1.3, 3.1 and 5.2
Department Challenges | ssue: 11
Blueprint Goal: 5

Under Section 485(f) of the Higher Education Act, schools are required to publish and
digtribute an annua security report. More specificaly, Department regulations state that
al Title IV schools must prepare an annud security report that contains, at a minimum,

1) the crime gatigtics for murder, and 2) a statement of current campus policies regarding
procedures for students and othersto report crimind action or other emergencies
occurring on campus. The annua security report must be distributed to al enrolled
students and current employees by October 1 of each year. Department regulations aso
date that an indtitution must report to the campus community in amanner that istimey
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and will ad in the prevention of Smilar crimind activity. A copy of the report must be
sent to the Department.

Anticipated Objectives:
1. Determineif schools had proceduresto distribute annua security reportsto al
enrolled students and current employeesin the metro area (VA, MD, and DC) by
October 1 of 2000 and 2001.

2. Determineif schoolsin the metro area submitted the Statistical section of their
annual security report to the Department for the years 2000 and 2001.

3. Determineif schoolsin the metro area have procedures that providetimey

warnings to the campus community of any occurrences of crimes reported to
campus security authorities or local police.

Federal Work Study Program — Community Service Reguirement

Goals/Issues Addressed:
- OIG Goal: 2
Department Goalsand Objectives: 1.1, 3.2,5.2, 5.3, 6.1, 6.4, and 6.5
Blueprint Goal: 2
Department Challenges I ssue: 6
President’s Management Agenda I ssue: 3

The Federd Work Study (FWS) Program began as a part of the Economic Opportunity
Act of 1964 and was subsequently folded into the Higher Education Act of 1965. The
FWS program allows undergraduate and graduate students to work part-timeto help pay
for the cost of their education. The current FWS budget is over one hillion dollars with
up to 75 percent of the funds paid to students coming from the government. Federd
regulations require that ingtitutions participating in the FWS program dlocate &t least 7
percent of al FWS jobs to community service jobs. The only exception isif the
Department grants awaiver to aschool. Participating ingtitutions are required to certify
annudly that they meet this requirement. Another provison of the FWS Program
mandates that al schools receiving FWS money employ at least one student in areading
tutor project or family literacy project.

Anticipated Objectives:

1. Determine the actua percentage of FWS funds that metro area (VA, MD, and
DC) indtitutions alocated toward community service jobs during the 2000-2001
school year.

2. Determine the type and nature of metro areaingtitutions’ FWS community service

activities
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3. Determineif ingtitutions had at least one student in the FWS program working in
areading tutor project or family literacy project for the 2000-2001 academic year.

4. Determinethelevel of FSA’s monitoring of the FWS program.

Review of Department M anagement Challenges

Goalg/l ssues Addr essed:
OIG Goal: 1
Department Goals and Objectives: 6.1, 6.2, 6.3, 6.4, and 6.5

The Reports Consolidation Act requires each OIG to report annually on the top
management and performance challenges facing each agency and assess the agency's
progress in addressing those chalenges. The OIG must give the report to the agency at
least 30 daysin advance. The agency may comment but cannot modify the report. Both
the |G report and the agency comments should be included in the consolidated report that
is due 150 days after the close of thefisca year.

Anticipated Objective:

1. ldentify areasto beincluded in thelist of challenges.

M onitoring the Transtion to Teaching Program

Goals/l ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 2.4

The Trangtion to Teaching Program provides grants for the recruitment, training, and
placement of highly qudified mid-career professionals and recent college graduates as
teachersin “high-need” schools.

Participants in the program are required to teach in a“high-need” school for at least three
years.

Anticipated Objective:

1. Determine what Department procedures are in place to ensure participant
compliance with the program’ s three-year requirement.
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Review of Management Controls Governing Discr etionary Grant Program Changes

Goalg/lIssues Addressed:
- OIG Goal: 1
Department Goal and Objective: 6.1
Blueprint Goal: 5
Department Challenges|ssue: 11

The Department currently alows grantees certain program changes without prior

program officer approval (EDGAR Part 75). Known as the “expanded authorities’
regulations, these amendments were designed to dlow greeter flexibility in the
adminigtration of grant operations for both grantees and ED persomd (e.g., program
officers). However, certain areas governing grantee operations still require prior program
officer approval (see EDGAR Section 74.25). Our review will look at these controls and
other Department policies covering prior approva procedures.

Objectives:

1. Determine what changes to an exigting grant (in addition to changes permitted in
EDGAR part 75) require prior ED approval.

2. Determine what policies, guiddines, or procedures are available and used by
program officersin determining if a change will ater the scope and objectives as
described in the grantee s original grant gpplication.

3. Determine whether ED personne are implementing these policies, guiddines, or
procedures when gpproving changes to existing grants.

Discretionary Grant Closeouts

Goals/I ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 6.1
Blueprint Goal: 5

Since 1996, Principa Offices are respongible for the closeout of grants. Discretionary
grant teams must take action to ensure timely closeout and retirement of expired grant
filesto the Federal Records Center. Teams need to determineif al applicable
adminigrative actions, financia obligations, and approved project objectives have been
completed and if the grant is ready for closeout procedures. This process of review and
reconciliation should be completed within 12 months following the grant’ s performance
period end date.
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Anticipated Objectives:

1. Determine whether discretionary grants are being properly closed based upon
guiddines established by the Grants, Policy, and Oversight Staff (GPOS).

Workers Compensation Review

Goald/l ssues Addr essed:
OIG Goal: 1
Department Goal and Objective: 6.1

The Federal Employees’ Compensation Act authorizes compensation benefits to Federa
dvilian employees of the United States for disability due to persond injury or disease
sustained while in the performance of their duty. The U.S. Department of Labor (DOL),
Office of Workers Compensation Programs (OWCP) is responsible for implementing
and adminigtering this Act.

Federa regulations require employers to submit to OWCP a“Federa Employee’s Notice
of Traumatic Injury and Claim for Continuation of Pay/Compensation” form for an

injured employeeif theinjury will likely result in medicd expenses, further treatment,

job absence, future disability, permanent impairment, or continuation of pay.

Continuation of pay is the employing agency’ s continuance of employee pay when the
employee is not working due to job-related injury. OWCP guidance reiterates the
employer’ s responshility to submit notification of injury to OWCP (OWCP Publication
CA-810).

Applicable policy mandates that, when an employee isinjured, DOL will pay benefits
and payments for the injured employee. On ayearly bass, DOL furnishesthe
Department a statement of the tota cost of benefits and payments it made during the
preceding year, charging back those expenses. The Department then includes in its next
annua budget request an amount equa to the costs delineasted by DOL. Thus, if the
Department does not bill DOL for the cogts incurred in tresting job-related injured
employees (through on or off-gte facilities), it may not be adequately rembursed for
those codts.

Anticipated Objectives:

1. Identify if the Department is operating aworkers compensation program in
accordance with applicable standards to include reporting to DOL.

2. ldentify any irregularitiesin the Department’ sworkers compensation program

and make recommendations as gppropriate to ensure the Department’ s program is
operated in accordance with gpplicable standards.
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NON-FEDERAL AUDIT QUALITY
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Prepar ation and | ssuance of Audit Guidance

Goalg/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 6.1

The Office of Inspector General (OIG) publishes audit guides rdating to audits of ED's
Student Financial Assistance Programs administered by proprietary postsecondary
ingtitutions, lenders and guaranty agencies, and their servicers. OIG aso coordinates
with and asssts ED program officids and the U.S. Office of Management and Budget
(OMB) in updating the OMB Single Audit Compliance Supplement, with respect to ED
programs. By doing this, we ensure that auditors have up-to-date and relevant guidance
they need to properly audit ED's programs.

In FY 2003, we plan to issue new editions of two Audit Guides:
"Compliance Audits for Lenders and Lender Servicers Participating in the Federal
Family Education Loan Program’
and
"Audits of Federal Sudent Financial Assistance Programs at Participating

I nstitutions and I nstitution Servicers."

Quality Reviews of Audits

Goald/l ssues Addr essed:
OIG Goal: 1
Department Goal and Objective: 6.1

We will conduct a program of Quality Control Reviews (QCRS) of gpproximately 100
non-Federa audits each fiscd year, induding OMB Circular A-133 audits and audits of
proprietary schools, lenders and guaranty agencies (and their servicers). When
appropriate, we will make referras to state licensing boards and professiond
organizations for disciplinary actions and initiate suspension and debarment actions.

To ensure that our Quality Control Reviews address particular audit quality concerns of
FSA, we coordinate with FSA in selecting audits for quaity review.
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Technical Assistance/ Cognizant Agency for Audit Functions

Goalg/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 6.1

We respond to questions from non-federd auditors, program officials and others
concerning audit requirements pertaining to audits of ED programs. We coordinate with
ED’s Office of the Chief Financia Officer (OCFO), FSA and program offices to provide
technicd asssance needed by them arising from audit resolution activities. We maintan
awebsite which provides copies of audit guidesissued by our office, and linksto Sites
with other guidance pertinent to non-federa audits.

ED has been designated as Cognizant Agency for Audit (CAA) for 303 entities, pursuant
to OMB Circular A-133, which implementsthe Single Audit Act. OIG fulfills severd

key CAA responghilities, induding audit quality review and provision of technicd
assistance to the entities and their auditors. OIG aso coordinates with the other ED
offices that perform CAA responsihilities, including ED’s OCFO.

Special Project — Non-Federal Audit

Goalg/l ssues Addr essed:
OIG Goal: 1
Department Goal and Objective: 6.1

We plan to andyze the Single Audit Clearinghouse database to identify entities where
indications are that the Department’s programs are not being audited because auditors are
not correctly applying the minimum “percentage of coverage’ requirements of OMB
Circular A-133. We will then follow-up with the auditors of the identified entities to seek
compliance with audit coverage requirements.
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FINANCIAL MANAGEMENT

ED OIG Work Plan-FY 2003 23



Department-Wide Financial Statement Audit

Goals/Issues Addressed:
- OIG Goal: 1
Department Goal and Objective: 6.1
President’s Management Agenda I ssue: 3
Blueprint Goal: 1
Department ChallengesIssue: 1

The Government Management Reform Act of 1994 requires an annud audit of the Department’s
financid statements be issued by the statutory report date of March 1. OMB Bulletin No. 01-09,
expedites reporting requiring performance and accountability reports to be submitted by

February 1. Audits of the Department’ sfiscd year 1999, 2000, and 2001 financia statements
resulted in aquaified opinion. They were aso the first audits to be issued by the statutory report
date.

The Chief Financid Officers Act indicates that financia statements shdl be auditedin

accordance with gpplicable generally accepted government auditing standards by the agency’s
Inspector Generd or by an independent externd auditor, as determined by the Ingpector Generd.
The Office of Ingpector Genera has determined that it is more efficient and effective to have an
Independent Public Accountant (IPA) perform the financid audit, an area where they have
subgtantia expertise and flexibility and alow OIG daff to focus on other important issues. The
OIG will oversee the work performed by the Independent Public Accountant.

Anticipated Objectives:

1. Provide an opinion on whether the Department-wide financid statements are fairly
presented in al materid respects.

2. Report on internd controls that are intended to ensure that transactions are properly
recorded to permit the preparation of rdliable financia statements, maintain
accountability for safeguarding of assets, and ensure that data supporting performance
measures are properly recorded.

3. Report on compliance with laws and regulations that could have a direct and materid
effect on the financid Statements.

4. Report on controlsissues identified during the Department’ s financid audit that warrants
management’ s atention but are not required to be reported in the three primary audit
reports.

5. Report differences between the agency’ s summarized Federal Agencies Centrdized
Trid-Bdance Sysem (FACTYS) data and the agency’ s audited consolidated financia
statements submitted to OMB in the agreed upon procedures report to the Genera
Accounting Office, Treasury’s Financid Management Service and OMB.
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6. Report on differences between the Departments reconciliation of intergovernmental
transactions with its trading partners and the Department’ s audited financia statements.

Federal Student Aid Financial Audit

Goals/Issues Addressed:
- OIG Goal: 1
Department Goal and Objective: 6.1
Blueprint Goal: 1
Department Challenges|ssue: 1
President’s Management Agenda I ssue: 3

The 1998 Higher Education Act Amendments established Federa Student Aid (FSA), formerly
Student Financial Assistance, as a performance-based organizations responsible for managing
the operationa functions supporting the programs authorized under Title IV of the Act. To
fulfill it annua reporting requirements, FSA financia statementswill be audited each year in
compliance with the Government Management Reform Act of 1994 and the Chief Financid
Officer’s Act of 1990.

The Government Management Reform Act of 1994 requires the annua audit of financia
statements be issued by the statutory report date of March 1. OMB’ s expedited reporting
requires performance and accountability reports to be submitted by February 1. The Chief
Financia Officers Act indicates that financid statements shall be audited in accordance with
gpplicable generaly accepted government auditing standards by the agency’ s Inspector Genera
or by an independent externd auditor, as determined by the Inspector General. The Inspector
Generd has determined that it is more efficient and effective to have an Independent Public
Accountant perform the FSA financid audit. The OIG will oversee the work performed by the
Independent Public Accountant.

Anticipated Objectives:

1. Provide an opinion on whether FSA’ sfinancid statements are fairly presented indll
material respects.

2. Report on interna controls that are intended to ensure that transactions are properly
recorded to permit the preparation of rdliable financia statements, maintain
accountability for safeguarding of assets, and ensure that data supporting performance
measures are properly recorded.

3. Report on compliance with laws and regulations that could have a direct and materia
effect on the financid statements.
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4. Report on control issuesidentified during the FSA financid audit that warrants
management’ s attention but are not required to be reported in the three primary audit
reports.

Compliance with Appropriation L aw

Goalg/l ssues Addr essed:
OIG Goal: 1
Department Goal and Objective: 6.1
Blueprint Goal: 1
Department ChallengesIssue: 1
President’s Management Agenda I ssue: 3

Oversight of our contract with an IPA for the annud financia statement audit hasreveded a
payment practice within the Contracts Purchasing Office that pays for current year contracted
work with prior year(s) OIG expired annua appropriations. This practiceisinconsastent with
GAO guidance on applying gppropriations law with regard to the time of availability of
appropriations.

Anticipated Objectives:

1. Determine the extent expired annual gppropriations are used to pay for future year
contracting needs

2. Determine whether there has been aviolation of the Anti- Deficiency Act or other
relevant gppropriations law.

3. Review internd controls surrounding the authorization of contract payments from
Specific appropriations.

Reconciliation of Principal Office Recordsto ED’s Central Automated Processing System

Goalg/lIssues Addressed:
OIG Goal: 1
Department Goal and Objective: 6.1
Blueprint Goal: 1
Department Challenges Issue: 1

President’s Management Agenda I ssue: 3

In May 1998, a core financia system known asthe U.S. Department of Education Central
Automated Processing System (EDCAPS) was deployed. EDCAPS is afinancid management
system designed to integrate the Department's financid processing, induding: financid
management; contracts and purchasing; grant administration; and payment managemen.
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EDCAPS integrates three components: Grant Administration and Payment System (GAPS);
Oracle Financids (FMSS); and Contracts and Purchasing Support System (CPSS), into asingle
system.

Many of the Principa Offices maintain records separate from EDCAPS on expenditures and
obligationsin order to track budget execution. Each of the Principa Offices that maintains
Separate records has created its own system and procedures for reconciling with EDCAPS,

Management is responsible for establishing and maintaining internd controls. The objective of
interna control isto provide management with reasonable, but not absolute, assurance that:
assets are safeguarded againgt loss from unauthorized use or dispostion; transactions are
executed in accordance with management's authorization and recorded properly; and data that
support reported performance measures are properly recorded and accounted for.

Anticipated Objective:

1. Deemineif Principa Office internd controls ensure that their financid activity is
accurately recorded in EDCAPS throughout the year.
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INVESTIGATION SERVICES
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Our investigative god isto deter fraud through the investigation and prosecution of fraud and
corruption relating to Departmenta programs and operations, the detection of vulnerabilitiesto
fraud, waste and abuse; and the education of employees, educationd ingdtitutiond officids, and
recipients of federd funds. Additiondly, our work covers alegations of misconduct and abuse
by agency employees that have a detrimentd effect on Departmenta operations. Investigation
Services operates the OIG' s fraud hotline (800-MIS-USED) to provide citizens a venue to report
fraud in Department programs and operations. Over the years, our investigetions have identified
trends or types of fraud in the areas listed below. Through these investigations, Investigative
Services will contribute to the promotion of a culture of accountability and assst the Department
toward achieving the gods of the Presidents Management Agendain diminating fraud and error
in student aid programs.

Institutional Fraud

Postsecondary Education

Goalg/l ssues Addr essed:
OIG Goal: 2
Department Goals and Objectives. 5.2 and 6.4

Wewill continue to devote investigative resources to ingtitutions that participate in the federd
sudent aid programs. Higtoricaly, we have devoted a sgnificant portion of our resources to
invedtigating dleged fraud in this arena. As aresult, we continue to identify certain trendsin
inditutiona fraud that indlude:

Failure to refund tuition money;

Fasfication of documentsfor digibility purposes,
Ineligible locations and programs,

Embezzlement of federd funds;

Fdsfied student aid applications.

Investigation of aleged fraud by postsecondary inditutions will help identify programmatic

wesknesses needing correction, and will assst the Department toward its god of removing
federd student aid programs from GAO's High Rik lid.
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Federal Family Education L oan Servicing and Collections Activities

Goalg/l ssues Addressed:
OIG Goal: 2
Department Goal and Objectives: 6.1 and 6.4

We will continue to investigete dlegations of fraudulent activity on the part of private companies
under contract to collect upon and service Federal Family Education loans.

In the past severad years we have conducted atotal of 10 investigationsin thisarea. These
investigations resulted in 4 convictions, 3 indictments, and the civil recovery of over $17.5
million. We are continuing to pursue investigations of loan servicing entities thet dlegedly
engage in fraudulent due diligence and collection activity, and anticipate future work in this area

Recipient Fraud

We will continue to devote investigative effortsin the area of fraud by student
beneficiariesrecipients. For example, we investigate alegations of false identity and identity
theft rdlated to fraudulent dlamsfor aid. Thistype of fraud can dso include aleged fraud
activities directed by officids and employees of educationd inditutions. We will continue to
pursue dlegetions of recipient fraud involving foreign indtitutions, which generdly involve
ggnificant amounts of federd funds obtained by single beneficiaries.

Support Priority Domestic Agenda ltem

Goalg/l ssues Addr essed:
OIG Goal: 2
Department Goal and Objectives: 6.1 and 6.4

In the wake of the September 11, 2001 terrorist attacks, we have been assisting the FBI with data
collection efforts related to this issue because some of the terrorists had attended Title IV

gpproved indtitutions and had obtained aid; and we have access to investigative resources to
gather Sgnificant information supportive of the FBI' sterrorist investigation activities.

Federal Family Education L oan Activity | nvolving False Claims of Enrollment

Goalg/l ssues Addressed:
OIG Goal 2
Department Goal and Objective: 6.4

We will continue to investigate alegations of fraudulent activity affecting the Federal Family
Education Loan Program (FFELP). Our investigative work has identified vulnerabilities to fraud
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schemes by individuals who fasdy daim enrollment in foreign schools. We have initiated over
65 crimind investigations involving dlegations of false dams of enrollmert at foreign schools.
To date, these investigations have resulted in 35 prosecutions, $2.7 million in court ordered
restitution, and prevented the issuance of $1.6 million in fraudulent loans.

Pell Recipients

Goals/I ssues Addressed:
OIG Goal: 2
Department Goal and Objectives: 6.1 and 6.4

Wewill invedtigate activities to identify student beneficiaries and parents who alegedly report
their income or assets fraudulently on their Free Applications for Federa Student Aid (FAFSA).

Financial Aid Preparer§/Clients

Goals/l ssues Addressed:
OIG Goal: 2
Department Goal and Objectives: 6.1 and 6.4

We expect to continue our investigative effortsin the area of preparer/client fraud. 1n the past
severd years we have conducted atotal of 260 investigations concerning individuals working as
financid aid preparers or who were clients of these preparers. These consultant/preparers
usualy advise their clients, for afee, to submit fase income, and other information to the
Department in an effort to obtain federa student aid for which they are not entitled. One of our
largest investigetive efforts in this area resulted in the indictment of 26 preparers and their clients
who dlegedly conspired to illegdly obtain federd student aid funds totaling more than $2.8
million.

FSA Liaison and Outreach

Goals/I ssues Addressed:
OIG Goals: 1and 2
Department Goal and Objectives: 6.1 and 6.4

We plan to establish and conduct liaison efforts with Federd Student Aid to assigt in training,
education, and awareness programs about fraud in Title IV programs. We expect this activity to
assig FSA inits compliance activities and in the identification of fraudulent practices by
indtitutions or individuads. Thistype of activity will assst the Department toward its god of
removing federd student aid programs from GAO' sHigh Risk Lig.
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Integrity Activities
We conduct investigations relating to state and local entities, contractor activities, CPA firms,
and internal Departmenta employees and operations. These investigations assst the Department
in achieving a culture of accountability through the detection and prevention of fraud and abuse.

Recent | nvestigations

Goald/l ssues Addr essed:
OIG Goals: 1and 2
Department Goal and Objective: 6.1

We recently obtained 16 convictionsin awidespread conspiracy scheme to defraud the
Department of equipment and overtime pay to contractors valued a over $1.3 million. Seven of
the 16 individuas convicted were Department employees. To date we have recovered
approximately $350,000 in stolen equipment.

In another sgnificant investigation we have obtained the indictments of 17 individuds, including
Puerto Rico's former Secretary and Deputy Secretary of Education in alarge-scae extortion
conspiracy to defraud the Department of gpproximately $4.3 million through a contractor kick-
back scheme. Three conspirators, to include the former PR Education Secretary, have pled
guilty and $2.9 million in criminally obtained cash and property has been returned to the US
Government.

Findly, we recently concluded an investigation of widespread employee abuse of the Trangit
Benefits program, which has resulted in disciplinary actions againgt 16 employees.

Ongoing | nvestigations

We have ongoing matters related to other Department operations, programs and employees that
have resulted in successful prosecutions, but the investigations are dill ongoing. Matters under
investigation include misuse of the Government purchase card, misuse of the Government travel
card, and manipulation of Department equipment inventories for persona gain. We will
continue to do work in these and other areas as needed.
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Departmental Aid

Grants

Goals/l ssues Addr essed:
OIG Goal: 2
Department Goal: 6.1

Wewill continue to pursue investigations of alegetions involving ingtitutions and organizations
that receive grants from the Department. We recently obtained indictments against one
Community Based Organization (CBO) and the senior operating officers of another CBO that
were dleged to have fraudulently obtained $3.2 million in Adult Education Program funds.

In another significant metter we obtained an indictment of three individuas that participated in a
scheme to divert gpproximately $1.9 million in Impact Aid funds. The Department has
successtully recovered approximately $1.7 million based on our efforts.

Contracting

Goals/l ssues Addr essed:
OIG Goal: 2
Department Goal: 6.1

The Department contracts about $1 billion annualy for goods and services. The OIG has begun
an inditutiond effort to examine the contracting of the Department to ensure that the processis
free from fraudulent, wasteful or abusive conduct and that taxpayer dollars are appropriately
accounted for. Asapart of the effort we will work with other OIG components to assst themin
the identification of potentialy fraudulent conduct. Investigetive activitieswill focus on
acquisition management, contractors and procurement practices. Some examples of potential
contracting improprieties that we may investigate include cost mischarging, defective pricing,
bribery, kickbacks, product substitution, and collusion.

Computer Related Investigation Activities

Electr onic Gover nment

Goalg/l ssues Addr essed:
OIG Goals: 1and 2
Department Goal and Objectives: 6.1, 6.3 and 6.4

Wewill pursue investigations of alegations involving persons or entities that use eectronic data

systems to commit fraud related to the eectronic federd student aid gpplication process. This
type of fraudulent activity can involve dectronic identity theft and false dectronic Sgnatures.
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We will dso continue to examine the ongoing investigative chalengesinvolving fraud in a
paperless environment.

Network Intrusion

Goals/l ssues Addr essed:
OIG Goals: 1and 2
Department Goal and Objective: 6.3

Wewill continue to coordinate with the Department's Office of the Chief Information Officer
(OCIO) to invedtigate ingtances of computer intrusons. We will provide technica expertise to
Department officids regarding computer intrusons. Our network intrusion efforts are
accomplished in coordination with the FBI and the Federd Computer Incident Response Center
(FedCIRC).
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STATE & LOCAL PROGRAMS
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Elementary and Secondary Programs

Title!| Allocations

Goals/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 1.1

The No Child Left Behind Act (NCLB), Title, Part A Improving Basic Programs Operated
by Locd Educationa Agencies (LEAS) provides supplementa education funding to LEAS
and schoals, especidly in high-poverty aress, to improve education for children at risk of
faling to achieve high sandards. The primary purpose of Title| isto ensure thet dl

children have afar, equa and significant opportunity to obtain a high-qudity education and
reach, at aminimum, proficiency on challenging state academic achievement sandards and
state academic assessments. Title | funds are allocated to districts and schools in accordance
with their number of low-income children. The appropriation for Title I, Part A for FY 2002
was $10.3 billion

Recent studies have indicated that some digtricts may not be caculating the alocation of
Title | fundsto schools in accordance with the law. There are indications that [ow- poverty
schools in some cases are receiving larger per-pupil alocations than higher poverty schools
and that some school districts may be violating the rank order requirement by skipping some
higher poverty schoals.

Anticipated Objective:

1. Detemineif LEAsaedlocating Title | funds in accordance with the law.

Titlel Funds Set Asidefor District-Wide Activities

Goals/l ssues Addr essed:
OIG Goal: 1
Department Goal and Objective: 1.1

TheTitlel, Part A program, authorized under the NCLB, provides formula grants through
state educational agencies (SEAS) to local educationd agencies (LEAS) to assist low-
achieving children in mesting the chdlenging state curriculum and student performance
standardsin core academic subjects. LEASs use low-income datato rank their school
attendance areas. The LEASthen determine a per pupil dlocation for each school
attendance area. Prior to caculating the per-pupil amount for public and norpublic school
children from low-income families, LEAs may set asde Title | fundsfor district-wide
programs and activities. Section 1120(a)(3) of the NCLB requires that educational services
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and other benefits for non-public school participants be equitable in comparison to such
sarvices and benefits for public school participants. If public school children benefit from
funds set aside, the non-public school children must receive equitable services.

Recent Office of Elementary and Secondary Education reviews disclosed that LEAs did not
ensure that non-public school participants benefited from funds the LEAS reserved for
didrict-wide ectivities.
Anticipated Objectives:
1. Determine what percentage of Title | funding LEASs reserve for didrict-wide
activities prior to determining a per-pupil alocation for targeted assstance and
school-wide programs.

2. Determine what programs and activities LEAs are funding with the set-asides and
whether these programs and activities are dlowable under the law.

3. Deemineif LEAS consult with non-public school officids prior to making
decisions concerning Title | services provided from set-asde funding.

Special Populations

Audit of the Cash Management of the Special Education Program, Part B Funds by the
District of Columbia Public Schools

Goals/l ssues Addressed:
OIG Goal: 1
Department Goal and Objectives: 1.1 and 1.2

In 1998, District of Columbia Public Schools (DCPS) was found not to be substantialy
compliant with the specid education grant requirements [Part B of the Individuas with
Disabilities Education Act (IDEA)] and therefore was required to enter into athree year
Compliance Agreement (the Agreement) with ED. The Agreement covered DCPS
compliance with 11 goas and objectives relative to Part B requirements. However, the
Agreement does not cover the related fiscal requirements for specia education program
funding. Additionaly, no other review of DCPS specia education program covered the
fiscal requirements and program expenditures. The Office of Specid Education Program
(OSEP) has done extensive monitoring of the Agreement. The Special Master who was
appointed by the U.S. District Court believes that DCPS has made progress relative to
trangportation costs.

Anticipated Objectives:

1. Determineif gpecid education program funds are used in accordance with fiscal
requirements.
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2. Determineif the specid education expenditures made with federd funds are
reasonable, alocable and dlowable program expenditures.

Migrant Education Program Allocation Decisons

Goals/l ssues Addr essed:
OIG Goal: 1
Department Goal and Objective: 1.1

The Migrant Education Program (Title |, Part C, NCLB) provides fundsto states to establish
or improve programs that address the needs of migratory children and youth and ensure that
they have the opportunity to meet the same state Sandards that al children are expected to
meet. States must give priority for services to migratory children and youth who are
faling—or mogt a risk of failing—to meet the state’ s content and performance standards
and whose education has been interrupted during the regular school year.

Federa funds are dlocated by formulato state education agencies, based on each state’ s per
pupil expenditure and the number of migratory children, ages 3 through 21, residing within
the state. Funding for fiscal year 2002 was $396 million. States have greet flexibility in
determining the best way to digtribute federd funds. Funds may be retained at the state level
to administer the program and provide services directly and/or subgranted to local operating
agencies, such asregiona offices or school didricts. In exercigng this flexibility, Sates

must ensure that federd funds are used in ways that best address the needs and service
priorities for migrant children on a Satewide basis.

Anticipated Objectives:

1. Document states decision process for dlocating migrant education program funds,
including decisons related to Sate-leve versus subgrantee ddivery of services and
identification and recruitment efforts.

2. Determine the extent that states have established and implemented appropriate
procedures to, on a statewide basis, identify and target servicesto “priority” children
and ensure that services are made available to these children before providing
sarvices to other migrant children.

Accountability for Resultsfor Title! Special Populations

Goalg/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 1.1

The NCLB, Titlel, Part A provides funds to Sates to establish or improve programs that
help disadvantaged children and youth and ensure that these students have the opportunity to
meet the same state content and performance standards that al children are expected to
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meet. Student achievement on state assessments represents the primary criterion to measure
school success. State assessment systems must enable results to be disaggregated for certain
specid populations, incuding students with limited English proficiency, and students with
disabilities. Anecdota evidence suggeststhat not al students are assessed and, when they
are tested, their results may not be disaggregated from al other students or included in
accountability indexes.

Anticipated Objectives.

1. Determinethe extent that Sates are ng specid populations—induding those
with limited English proficiency, and students with disgbilities—and holding loca
education agencies and schools accountable for these students' performance.

2. Determine how these students performance dataare used a dl levels—state, local,
school, and classroom—to improve program operation and service ddivery.

3. Evauate the objectives, performance indicators, and measures related to the
academic achievement of specia populations that are included in the Department’s
annua performance report.

Audit of Puerto Rico Department of Education’s (PRDE) Administration of the IDEA,
Part B Special Education Program

Goals/I ssues Addressed:
OIG Goal: 2
Department Goal and Objectives: 2.1, 2.2, and 2.3

PRDE' s ability to manage federa awards has been questioned consistently in single audit
reports. Recent OIG work has aso reveded serious irregularities in PRDE’ s adminigtration
of ED programs. Based on the audit work we have done and the recent PRDE issues
regarding money being diverted for other purposes, we believe smilar Stuations may be
occurring with the Specid Education Program. In addition, we have received numerous
complaints from parents of children in need of specia education who clam that services,
such as transportation and therapy, are not being provided to the children. We aso have
recelved complaints regarding lack of trained personnel, poor qudity of education for the
children, and poor classoom facilities. Asaresult, it isour primary objective to determine
whether PRDE is properly administering specia education funds and whether the children
are receiving services.

Anticipated Objectives:

1. Determineif funds are being utilized in accordance with the program’ s fisca
requirements, laws and regulations.

2. Determineif activities/'services are being provided to the children in accordance with
the sudents' Individualized Educeation Plans.
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Other Elementary and Secondary Programs

Charter School Accessto Federal Funds

Goals/l ssues Addr essed:
OIG Goal: 1
Department Goal and Objective: 1.3

The No Child Left Behind Act (NCLB), TitleV, 8§ 5203, requires states to take measures to
ensure every charter school receives the federd funds for which it isdigible, including the
first year of operation. In cases where paymentsto a charter school are made on the basis of
estimated or projected enrollment data, the measures must include provison for adjusting

the alocations based on actua data when the charter school opens or expands.

Anticipated Objectives.

1. Determine what measures ED has taken to ensure charter schools can access federd
funds.

2. Determine whether states and selected LEAs within those states provide new and
expanding charter schools with timely and meaningful information about the federd
programsin which the schools may be digible to participate.

3. Determine whether states and selected LEAs within those states have implemented
procedures to ensure new or expanding charter schools are dlocated the
proportionate amount of Title | and IDEA funds for which these schools are digible
within mandated timeframes.

4. Determine whether new and expanding charter schoolsin the selected states were
dlocated the Title | and IDEA funds for which they were digible.

215 Century Community L earning Centers

Goals/l ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 3.2

The 21% Century Community Learning Centers program is authorized under Title 1V, Part B
of the NCLB. The 21% Century Community Learning Center program provides grant funds
to rurd and inner-city public schools, or consortia of such schools, to enable them to provide
expanded learning opportunities for participating children in a safe, drug-free, and

supervised environment. Public schools must administer the grant, and 21% Century
Community Learning Centers must be located in a public school. Applicants must
demondtrate that they meet the statutory program purpose as being either arurd or inner city
school or a consortium of those schools. There are 900 grantees including some 3,600
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centersin the 21% Century Community Learning Center program. For fiscal year 2002, the
Department alocated $1 billion for these programs. For fiscal year 2003, the Department
has requested funding for another $1 hillion.

Anticipated Objective:
1. Determineif funds at sdlected grantees are used in accordance with gpplicable laws
and regulations.
Higher Education Programs

Evaluation of Whether TRIO Projects Are Serving the Required Number s of Students

Goals/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 5.1

A common finding from audits and program reviews conducted over the last two yearsis
that TRIO grantees could not provide documentation to show that they served as many
sudents as they were funded to serve, even though their annua reports to the Department
stated otherwise. One problematic result of under-serving dient populationsis that scarce
federd resources do not provide the benefits to students that Congress intended. Another is
that the practice contributes to the unrdiability of data that are used by the Department for
evauating the performance of individud projects and for providing nationwide program
performance information to Congress, as required under the Government Performance and
Results Act.

Anticipated Objective:

1. Determine whether grantees are accurately reporting client population served.

Audit of FIPSE Congressionally Directed Grants (OPE Higher Education Program)

Goals/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 5.2

The Fund for the Improvement of Postsecondary Education (FIPSE) has asits objective: “To
provide for innovative programs that improve access to and the quality of postsecondary
education.” For fisca year 2002, the Department alocated $180.9 million, which includes
$149.7 million for congressiondly directed awards. For fiscal year 2003, the Department
has requested funding of $39.1 million. The 2003 request does not include funds for

projects earmarked in 2002.
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In recent years, Congress has elected to direct by law the awarding of grants to specific
entities, under the FIPSE program. For these directed FIPSE grants, the grantees do not
compete, nor are the grants awarded per aformula. Insteed, the law specificaly identifiesto
whom the grants are to be awarded. It isunclear what processis used by the Congress to
determine which entities are identified to be named to receive the grants, or how the grant
amounts are arrived at.

The program is authorized by the Higher Education Act of 1965, as amended, Title VII Part
B, Public Law 105-277, 20 U.S.C. 1135-1135a-3. Eligible goplicantsinclude afull range of
providers of postsecondary educationad services including but not limited to: two and four-
year colleges and universities, community organizations, libraries, museums, consortia,
student groups, and loca government agencies.

Anticipated Objective:
1. To determine whether Directed FIPSE Grant funds are properly expended for
alowable purposes, and that funded activities are indeed carried out.
Adult and Vocational Education Programs

Coordination of Perkins |11 with the Workforce | nvestment Act

Goalg/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 2.3

The Carl D. Perkins Vocationa and Technica Education Act of 1998 (Perkins 1) requires
the state agencies that adminigter its programs to adopt procedures to ensure coordination
with the activities administered by State Workforce Investment Boards. It specifically
requires these agencies to partner with Workforce Investment Act (WIA) Boardsin
establishing “one-stop” systems for delivering vocationa and technical education services.
To foster this coordination, Perkins 11 and WIA permit states to gpply for funding by means
of “Unified State Plans,” which cover the programs and activities authorized under both
Acts, inlieu of the separate State Plans they have had to file previoudy. The Adult
Education and Family Literacy Act (Title Il of WIA) isdso administered by the Office of
Adult and Vocationd Education (OVAE) and will beincluded in thisreview.

Anticipated Objectives:
1. Determineif Perkins|ll and Adult Education state plans outline strategies for
implementing the new coordinated approach for ddivering services, including
drategies to partner with WIA Boards in the establishment of one-stop centers.

2. Determineif Sates are implementing the strategies they have outlined in their
approved State Plans.
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3. ldentify any obstacles Sate agencies are encountering in their coordination efforts
(e.g., alack of common definitions between ED and the Department of Labor) and
determine what can be done to overcome them.

4. I|dentify any states that are usng Unified State Plans to apply for funding and
determine if it hasimproved coordination across programsin those states.

5. Determineif the unified planning guidance produced by the federd partner agencies
was helpful to states in understanding the connection between federal programs and
how planning for these programs could be coordinated.

Third-Party Cooper ative Agreements under the State VVocational Rehabilitation
Services Program

Goals/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 5.5

The Rehabilitation Act of 1973, as amended (the Act), Titlel, Parts A and B, Sections 100-
111 (29 U.S.C. 88 720-731) authorizes Vocationd Rehabilitation Grantsto states. Under
the Act, federa funds are distributed (78.7 percent federa and 21.3 percent state) based on
population weighted by per capitaincome. Funds are available for the fiscd year
gppropriated and may remain available for an additiond year if the matching requirement is
met in the year of appropriation. Title 34 Code of Federd Regulations (CFR) § 361 governs
the State Vocationd Rehahilitation (VR) Services Program.

During recent audit work, we learned of issues related to third-party cooperative agreements.
States VR sarvices agencies enter into third- party cooperative agreementsto raise the
required matching funds for the VR programs. The agencies continue these third-party
agreements with the same entity for the same purpose year after year. Title34 CFR 8§
361.28 requires that these cooperative agreements include either new services that have a
VR-related focus or existing services that have been modified, adapted, expanded, or
reconfigured to have a VR-related focus.
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Anticipated Objectives:

1. Deemineif third-party cooperative agreements result in state VR programs that
serve fewer clients at an increased cost.

2. Determineif third-party cooperative agreements with other state agencies supplant
date funds, further reducing the VR funds avallable to serve digible clients.

3. Determineif third-party cooperative agreements include new services that have a
VR-related focus or existing services that have been modified, adapted, expanded, or
reconfigured to have a VR-related focus.

Puerto Rico Vocational Rehabilitation Program — Expenditure of Funds

Goals/l ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 5.5

Vocationd Rehabilitation State Grants provide grants to support awide range of services
designed to help individuds with disahilities prepare for and engage in gainful employment
conggtent with their strengths, resources, priorities, concerns, abilities, and capabilities.
Funds are distributed to states and territories based on aformulathat takes into account
population and per capitaincome to cover the cost of direct services and program
adminigration.

Asacondition for the receipt of Federd funds, designated state agencies are respongble for
determining the use and disbursement of the program funds in accordance with federa
regulations. Of the $2.4 hillion digtributed to the states and territories, the Puerto Rico
Vocationd Rehabilitation (PRVR) Program received federa funding of $63,439,564 in
Fisca Year (FY) 2001.

Anticipated Objective:

1. Todeterminethat the federa funds digtributed to the PRVR Program were expended
for intended grant purposes for FY 2001.

Government Performance and Results Act

The Government Performance and Results Act of 1993 (GPRA) is the centerpiece of a
satutory framework that Congress put in place to improve federa management and provide
agreater focus on results. GPRA requires that federal agencies prepare afive-year sirategic
plan and annua performance plans. GPRA aso requires that federa agencies prepare
annud performance reports. In addition, GPRA requires federal agenciesto design a
framework for the verification and vaidation of performance indicators.
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Discretionary Grants Compliance with GPRA

Goals/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 1.1

On May 30 2002, the Deputy Secretary issued guidance to Principa Offices on budget and
performance integration. The guidance indicates that strengthening performance mesasures
used to comply with GPRA will contribute to the integration of program performance and
budget. The GPRA performance indicators should address the overal program goads and
should be linked to the Principa Offices monitoring plans and gpplication packages.

Anticipated Objectives.

1. Determine whether program offices included performance reporting requirementsin
grant application packages.

2. Determine whether grantees included required performance informetion in their
grant application packages.

3. Determine whether grantee performance data was used by program offices to assess
whether the goas of the grant were met.

Perkins || Performance Data

Goalg/I ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 1.1

Carl D. Perkins Vocationa and Technical Education Act of 1998 (Perkins111) gave the
dates greater flexibility in desgning programs and iminated a number of date
adminigrative requirements. In exchange for this increased flexibility, States are required to
enter into agreements with the Secretary to achieve certain annua levels of performance
with respect to “coreindicators’ set forth in the law. They are aso required to issue annud
reports on how their performance measured up to the agreed upon standards. An accurate
assessment of whether or not performance measures are being met isvitd a dl levels—
federd, state, and loca—for ED to satisfy the Government Performance and Results Act
(GPRA) requirement thet it obtain quality datafor dl the performance indicators set forth in
its Srategic plan.
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Anticipated Objectives:

1. Assessthe Department’ srole and ability to ensure performance data received from
the States isrelidble, vaid, and timdly.

2. Evauate the methods and systems local agencies are using to provide performance
datato the States to determine if they support data rdiability, validity, and
timdiness.

3. Anayze the data requirements of the reports states are required to submit under
PerkinslIl.

Contract and Grant Administration

Restricted Indirect Cost Rates

Goals/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 6.1

Some subgrantees of a gate or local government agency, or a grantee under some direct
grant program, must use a restricted indirect rate when charging indirect costs to a program.
The redtricted rate is computed based on a specific formula, or arate of eight percent,
whichever isless. Indirect coststhat are not recovered as aresult of these restrictions may
not be charged directly, used to satisfy matching or cost-sharing requirements, or charged to
another federal award.

Anticipated Objectives:

1. Determine how ED staff monitor indirect rates charged during the grant period and
as part of the closeout procedures.

2. Determine whether appropriate restricted indirect rates are being used.

M onitoring of Grant Awards L apsed Funds by the Department

Goals/l ssues Addr essed:
OIG Goal: 1
Department Goal and Objective: 6.1

The Department uses the Grants Administration and Payments System (GAPS) to account
for grant award payments to state, local, and other entities. GAPS is one of the independent
systems that comprise the Department’ s EDCAPS system for maintaining fisca data over
Department funds. Grant awards, drawdowns, adjustments, expenditures, non-liquidated
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obligations, and outstanding bal ances are recorded on a grant-by-grant basisin GAPS.
Grant activities including posting of authorizations, modifications, and closeout activities
are also entered into the GAPS database.

The Tydings Amendment alows state-administered formula grant funds to be avallable to
grantees for a 27-month period for obligation. After this period the funds are no longer
avalable for obligation.

Anticipated Objectives:

1. Determine whether the Department has adequate procedures in place to monitor
grant award payments to grantees and determine the Tydings period.

2. ldentify instances where grant award periods have extended beyond the Tydings
period and assess the actions taken by the Department.

Review of Puerto Rico Department of Education’s (PRDE) Controls Over Property
Purchased With Federal Funds

Goals/l ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 6.1

During our audit work on PRDE' s adminigtration of various contracts, we noticed that the
contractual agreements between PRDE and the contractors required the contractors to
maintain in its files and submit to PRDE documentation related to property acquired with
federd funds, including aphysica inventory of the property. Upon requesting such
documentation from PRDE, we found that PRDE did not have the recordsiniitsfiles. In
addition, we found that some of the schools visited did not maintain inventory records. Asa
result, audit work needs to be done to determine whether PRDE maintains control over
property purchased with ED funds.

Anticipated Objectives.

1. Determineif PRDE maintains adequate documentation and inventory control over
equipment purchased with federd funds.

2. Determine if PRDE maintains a property management system that complies with
federa property management requirements.
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State and L ocal Financial Management

Accounting for Drug Control Funds

Fiscal Year 2003

Section 705(d) of The Office of National Drug Control Policy (ONDCP) Reauthorization
Act of 1998 requires drug-control agencies to annualy provide a detailed accounting and
authentication of al funds expended on Nationd Drug Control Program activities. The
accounting and authentication will be conducted in accordance with ONDCP circulars.
ED’s Budget Service will prepare the accounting of drug control funds obligated by ED and
will provide written assertions about the information contained in the report. The Office of
Ingpector Generd will perform procedures under the American Ingtitute of Certified Public
Accountants' attestation standards.

Anticipated Objectives:

The Office of Ingpector Genera will express a conclusion about the following management
assartions:

1. The methodology used to caculate obligations of prior year budgetary resources
(including the data, estimation methods, completeness and financid systems) is
reasonable and accurate.

2. The methodology disclosed by ED was the methodology used to generate the
required table of information.

3. Thedata presented are associated with obligations againgt afinancia plan that, if
revised during the fiscd year, properly reflects those changes.

Pacific | dands

Fiscal year 2003

In August 2002, we visted the Pacific Idands (i.e. Marshall Idands, Federated State of
Micronesia, Northern Marianas, and American Samoa) receiving federal education funds
and determined that additiona audit work iswarranted. We will meet with the appropriate
program steff to discuss the results of our visits and to develop audit objectives for work that
will be performed during FY 2003.
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FEDERAL STUDENT AID
PROGRAMS
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Institutional Audits

Sdlected Postsecondary | nstitutions

Goalg/l ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 6.4

Changes in technology, education costs, and amendments to the Higher Education Act
(HEA) continuoudy affect how schools operate and relate to their students. To help
assure integrity in the student financid assistance programs, we will focus our school
audits on emerging and systemic areas of noncompliance and potential abuse. Aswe
identify issues we will coordinate with Federd Student Aid (FSA), which is responsible
for monitoring schools. After consultation, we will determine the best gpproach in
identifying the extent of any abuses and any additiona work necessary to assure the
implementation of corrective actions. Specific areas of compliance that we anticipate
covering in our postsecondary inditutiond audits include: the use of commissoned sales
persons, the 90/10 revenue requirement, course length, and return of Title 1V ad.

Anticipated Objectives:
1. Determineif selected schools are in compliance with current laws and regulations.
2. Alert the Department to any emerging and systemic areas of abuse and identify
any additiona oversaght work needed for corrective actions.
Guaranty Agencies

M onitoring of Guaranty Agency Operating and Federal Fund Trends

Goals/I ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 6.4

The 1998 amendments to the HEA required each guaranty agency to establish a Federd
Fund and an Operating Fund within 60 days. Thefind date for establishing these funds
was December 6, 1998. All funds, securities and other liquid assets of the guaranty
agency’ s Federd Family Education Loan (FFEL) program reserve fund were to be
transferred to the Federal Fund, which is the property of the Federd Government. The
HEA required a guaranty agency to deposit revenue from specified sources into the
Federal Fund and aso specified the uses of Federal Fund assets. The HEA aso specified
deposits into the Operating Fund and the generd uses of Operating Fund assets. Except
for funds transferred from the Federal Fund, the Operating Fund is the property of the
guaranty agency. If the Operating Fund contains funds transferred from the Federa
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Fund, it may be used only as permitted by the regulations, which prohibit certain uses of
reserve funds.

Anticipated Objectives:

1. Assessthe adequacy of the Department’ s monitoring of the Operating and Federa
Fund balances at the 36 guaranty agencies.

2. Assssstheimplications of any identified trends for the current guaranty agency
funding modd.

3. Determineif changes to the current legidation are needed.

Recall of Federal Funds Held by Guaranty Agencies

Goals/Issues Addressed:
- OIG Goal: 2
Department Goal and Objective: 6.1
Blueprint Goal: 1
Department ChallengesIssue: 1

Section 6101 of the Balanced Budget Act of 1997 (Pub. L. 105-33) and Section 422 (h)
of the HEA required the Secretary to recdl $1 billion in federd reserve funds held by
guaranty agencies by September 1, 2002. The guaranty agencies were required to escrow
specified amounts to be returned to the Department by September 1, 2002. The recalled
funds will be deposited in the U.S. Treasury. Section 412 of the 1998 amendmentsto the
HEA required the Department to recall an additiona $85 miillionin FY 2002, $82.5
million in FY 2006, and $82.5 million in FY 2007. Asof March 2002, the Department
has not provided ingructions to the guaranty agencies regarding the process of returning
the recalled funds to the Federa Government.

Anticipated Objectives:
1. Determineif the Department recaled $1 billion and $85 million in federd funds
held by guaranty agencies and returned the funds to the U.S. Treasury during FY
2002, as required by the Balanced Budget Act of 1997 and the HEA.

2. Determineif the Department correctly alocated the recal amounts among the
guaranty agencies.

3. Determine if the Department adequately monitored guaranty agencies to ensure
they escrowed the gppropriate amounts at the appropriate times.
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L ender 9/Services

Due Diligence by FFEL Lendersin Collecting L oans

Goalg/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 6.4

Lendersin the Federd Family Education Loan (FFEL) Program are required to follow
due diligence requirements in 34 CFR § 682.411 when collecting on loans. Lenders are
required to submit documentation that they have complied with these requirements when
they submit their dams to guaranty agencies for defaulted loans.

ED Strategic Goal 6.4 seeks to modernize the federd student aid programs and reduce
ther high-risk status. One dtrategy for this objectiveis to “use new technologies and
gysem integration....for...minimizing noncompliance and default rates...” If the due
diligence requirements in regulations are not effective, and do not increase the likelihood
of aborrower’s making a payment on aloan, they need to be changed.

Anticipated Objectives:

1. Review FFEL lenders compliance with due diligence requirementsin 34 CFR §
682.411.

2. Determine whether the due diligence requirementsin 34 CFR § 682.411 are an
effective tool for avoiding defaullt.

Distance L earning

Distance Education Demonstr ation Program

Goalg/l ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 6.1

Increased access to advanced communi cations technology, specifically on the Internet,
has given rise to rgpid expansion in distance education. Distance education dlows
individuas to obtain education typically without regard to time or location limitations
posed by traditiona residentia postsecondary education. 1t aso provides the potentia
for inditutions to increase their sudent enrollment significantly through recruitment
nationwide. The Higher Education Act (HEA) places some retrictions on the use of
federd financid ad fundsfor distance learning. Congress amended the HEA in October
1998 to include a demonstration program for distance learning. Inditutions participating
in the demongration program can have certain regulations waived. In June 2001, the
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Department sdected 10 new projects for the Demonstration Program bringing the tota
number of participating indtitutionsto 111.

Anticipated Objectives:

1. Evduate the controls the Department has indituted to gather Satistics and provide
oversght of the growth of distance education and the amount of federd financia ad
funds provided to support these programs.

2. Evduate the Department’ s implementation of the distance education demondtration
program.

Default M anagement

Definition Change of Default from 180 to 270 Days

Goald/l ssues Addr essed:
OIG Goal: 1
Department Goal and Objective: 6.1

The 1998 Amendments to the Higher Education Act changed the definition of default
from a delinquency that has perasted for 180 daysto a delinquency of 270 days. The
expanded definition provides lenders with more time to bring delinquent borrowersinto
repayment and thereby reduce defaults and reinsurance dlaims.  This change affects the
formulathe Department uses to caculate a school’ s cohort default rate by reducing the
number of borrowers defaulting in atwo-year cohort period (the numerator). The number
of borrowers who enter repayment (the denominator), however, remains the same.

Anticipated Objective:

1. Deemineif the annud cohort default rates provide sufficient information on
defaultsinthe Title IV programs.
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FSA Contractor Reviews

Sdected Federal Student Aid Contractors

Goalg/l ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 6.1

Federd Student Aid (FSA) has responsbility for overseeing more than 80% of the
contract dollars awarded by the Department. At least adozen mgjor contractors assist in
the delivery of FSA fundsto intended recipients and collect, process and store data that
FSA usesto help manage its programs. Our reviews will focus on the effectiveness of
FSA's oversight of these contracts. The objectives of these reviews are to evauate
selected FSA contracts, including the monitoring efforts by FSA and contractor
performance.

Anticipated Objectives:

1. Determine the effectiveness of oversight of selected FSA contracts by the
contracting officer’ s representative and the contract officer to ensure that products
and services are ddivered and contract terms are met.

2. Determine the accuracy and reasonableness of costs incurred for products and

services provided.

Guar anty Agency Collection Servicer Reviews

Goald/l ssues Addr essed:
OIG Goal: 2
Department Goal and Objective: 6.4

Guaranty agencies contract with many different collection agencies and atorneysto
collect on defaulted student loans. The oversight of the collection servicers varies by
guaranty agency. Some guaranty agencies require payments to be deposited into alock
box under the control of the guaranty agency, while others rely on the collection servicer
to deposit fundsinto the Federa Fund.

Anticipated Objectives:

1. Evduae what procedures guaranty agencies have implemented to monitor the
activities of collection servicers used to collect on defaulted loans.

2. Determine whether borrowers are only being assessed collection cogts that are
permitted and reasonable.
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3. Ass=sswhether dl collections are being remitted to the guaranty agencieson a
timey bass.

Program Integrity

Case M anagement and Over sight’s Review of Postsecondary | nstitutions

Goald/l ssues Addressed:
OIG Goals: 1and 2
Department Goals and Objectives. 5.2 and 6.4

Case Management & Oversight (CMO) is the division within FSA responsible for
monitoring postsecondary indtitutions' compliance with statutory and regulatory
requirements for participation in the programs. CMO is dso responsible for providing
technicd assstance to the ingtitutions. During 2000 and 2001, the OIG issued severd
audit reports that cited CMO for a significant decrease in compliance monitoring and
inconsistent resolution of identified instances of noncompliance by inditutions.

The HEA requires the Secretary to provide for the conduct of program reviews on a
systematic basis designed to include dl indtitutions of higher education participating in
FSA programs. Program reviews play an important role in protecting the interest of
taxpayers and sudents by identifying ingtitutions thet are mismanaging FSA programs or
not complying with Title IV requirements. A falureto: a) perform these reviews or b) to
perform them in such away that ensures compliance with program requirements, results
in an increased risk of unidentified indtitution misuse of federd funds.

Anticipated Objectives:

1. Determine whether CMO’'s Risk Modd is identifying most “a-risk” indtitutions.

2. AsessCMO'suseof its Risk Modd for monitoring ingtitutions. Specificdly,
determine whether CMO is performing program reviews at inditutions identified
as highrisk by their Risk Moddl.

3. Determine whether CMO is examining “problem areas’ when conducting
reviews, and whether they areidentifying findingsin these areas or providing
technicd assstancein lieu of areporting the program as afinding.

4. Assess the baance between compliance reviews and technical assistance.

5. Deermineif resolution decisons and follow up on enforcement actions such as

return of funds and/ or payment of interest is being performed consstently across
Case Team.
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PLUS L oan Dischar ges

Goalg/l ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 6.1

PLUS loans, like other FFEL and Direct loans, are eigible for discharge if the borrower
dies. PLUS|oan borrowers are required to be either the parent (netural or adoptive) or
sepparent of the sudent. We are not aware of any edits by lenders, servicers or financia
ad officers to assure that the borrower isindeed the parent or stepparent.
Anticipated Objectives:

1. Identify any abusein the PLUS loan program.

2. Determineif any additiond edits by lenders or the Department are warranted.

Professional Judgment

Goalg/I ssues Addressed:
OIG Goals 1and 2
Department Goal and Objectives: 6.1 and 6.4
Blueprint Goals. 1 and 2
Department Challenges|ssues: 5and 6

HEA permits the use of “professona judgment” by financid aid advisors and schools
when deciding how to treet a given sudent and determine hisher digibility. FSA Case
Management teams aso use “professond judgment” when working with schools that
may not be complying with HEA laws to determine their continued digibility for
paticipation in Title IV programs. While professond judgment provides for legitimate
latitude, it may open the door to abuses.

Anticipated Objectives:
1. Determine whether FSA Case Management Teams have established guidelines for
applying professond judgment, and whether smilar cases throughout the country
are handled consigtently.

2. ldentify whether patterns exist in the use of professiond judgment by financial aid
professionds/schools (e.g., by schoal type).
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Address Match of FSA Recipients

Goalg/l ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 6.4

FSA programs continue to experience fraud by individuas applying for and receiving
grants and loansin excess of annud limits. An address match would identify excessve
occurrences of FSA awards to individuas using the same address. The FAFSA
application requires the number and street in the address portion. Over the past severd
years, there has been growth in the number of private postal box businesses. These
businesses receive mail like aU.S. Post Office box, but with aregular street address.
Individuas with the intent to defraud the FSA programs could use these boxes asan
avenue to receive checks.

Anticipated Objectives:

1. Identify addresses with excessve amounts of FSA awards mailed to them and
anayze for reasonableness.

2. ldentify schools for review that have a high number of gpplicants with the same
address.

Citizenship M atches

Goald/l ssues Addr essed:
OIG Goal: 2
Department Goal and Objective: 6.4

The Higher Education Act (HEA) specifies the categories of non-citizen applicants who are
eligible for FSA. The Central Processor System (CPS) processes student gpplications and
initially screens them for gpplicant digibility. The contractor matches certain gpplicant-
provided data againgt databases at four agencies. The CPS attempts to confirm eligible
citizenship datus through two matches with the Immigration and Naturdization Service
(INS) and Socid Security Adminigration (SSA). A potentia issue may ariseif the INS
identifies too many records. Thiswould increase the burden on students, schools, the
Department, and the INS due to the manual process used to confirm citizenship status and
finandd ad digibility.
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Anticipated Objectives:
1. Determineif sudent aid has been awarded to indigible non-citizens.
2. Determineif the INS match is identifying an excessive number of digible
non-citizens and creating unnecessary burden for students, schools, the
Department, and the INS.

Citizenship of Parents Who Receive PLUS L oans

Goals/I ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 6.1

A borrower must be aU.S. citizen or eigible non-citizen to receive aPLUS loan. While
the citizenship satus of sudentsis verified by matching their Socid Security number
againg datafrom the INS, the citizenship of parents who borrow through the PLUS
program is not currently reviewed.

Anticipated Objectives:

1. Determine the extent PLUS loans are made to borrowers who fail to meet the
required citizenship requirements.

2. Determine the amount of default clams and discharge amounts for PLUS loans
among borrowers who are indigible non-citizens.
Data Mining

I mproper Paymentsin the FSA Programs

Goals/l ssues Addr essed:
OIG Goal: 1
Department Goal and Objective: 6.4

OMB is requiring agencies to estimate improper payments for certain programs. This
review will be desgned to provide avalid datistical estimate of the amount of improper
paymentsin the Federal Pell Grant program. This methodology may be used asa
benchmark to statisticaly evauate the extent of improper payments in other programs.
Anticipated Objective:

1. Determineif any Pdl Grant payments are improper through sampling and audit
tegting.
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Effectiveness of NSL DS Data Entry Edits

Goals/I ssues Addressed:
OIG Goal: 1
Department Goal and Objective: 6.4

NSLDS, begun in 1994, isamature source of data used for a multitude of purposes. Data
is obtained from a number of sources: Guaranty Agencies, Pell, FDL, Schools, and Debt
Collections. When dataiisloaded, certain edits are performed to identify bad data and/or
other potentid problems. Bad data must be identified for correction. At the sametime,
al loansg/awards must be added to the database as soon as possible.
Anticipated Objectives:

1. ldentify and evauate the automated data entry edits for NSLDS.

2. Assess whether erroneous data exists in the database.

Controls Over FAFSAs

Goals/l ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 6.4

The Free Application for Federa Student Aid (FAFSA) process has undergone
sgnificant changes in recent years such as the use of FAFSA on the Web. In past years,
review of the FAFSA application files has shown individua SSN’swith as many as 30
recordsin thefile. Thisreview will determine the sSgnificance of large numbers of
multiple records and determine if they are indicative of fraud, abuse, or other
management control weaknesses.

Anticipated Objectives:

1. Determine the effectiveness of management controls over accurate submissons
and corrections of information.

2. ldentify through analysis of the FAFSA file instances of possible abuse.

ED OIG Work Plan-FY 2003 59



Comparison of FFEL and FAFSA Data

Goalg/l ssues Addressed:
OIG Goal: 2
Department Goal and Objective: 6.4

The FAFSA isthe primary vehicle used by the Department to annudly collect dataon
applicants desring to obtain Title IV ad. Among other things, the FAFSA information is
used by the Department (viathe Central Processing System (CPS)) to determine a
borrower's digibility for Federd Family Education Loans (FFEL). Included in the
FAFSA processing is amatch of the applicant’s SSN to the Nationa Student Loan Data
System (NSLDS) to identify prior loan defaults. OIG has identified loans that were
gpproved and disbursed on an annua basis that did not have matching FAFSA records
included in the CPS database.

Anticipated Objectives:

1. Identify the universe of FFEL loan records on NSLDS for a selected period that
did not have matching FAFSA database records.

2. ldentify the schools, lenders, and guarantors for the universe of |oans without
FAFSA records.

3. Sdect schools to ascertain the digibility of borrowers with no FAFSA records.
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The President’s M anagement Agenda
(Government-wide Initiatives)

| ssue #1.

Strategic Management of Human Capita
| ssue #2:

Competitive Sourcing

| ssue #3:

Improved Financia Performance

| ssue #4:

Expanded Electronic Government

| ssue #5:

Budget and Performance Integration

The Secretary’ s Blueprint for M anagement Excellence

Goal #1:
Deveop and Maintain Financid Integrity and Management and Internal Controls
Goal #2:

Modernize the Student Financial Assstance Programs and Reduce Their Hight Risk
Satus

Goal #3:
Expand Strategies for Using Human Capitd
Goal #4:

Manage Information Technology Systems to Improve Business and Communications
Processes

Goal #5:
Achieve an “ Accountability for Results’ Culture
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The Department’s Strategic Plan

Goal One: Create a Culture of Achievement

1.1 Link federa education funding to accountability for results.

1.2 Increase flexibility and locd contral.

1.3 Increase information and options for parents.

1.4 Encourage the use of scientificaly based methods within federal education programs.

Goal Two: Improve Student Achievement

2.1 Ensurethat al students read on grade level by the third grade.
2.2 Improve mathematics and science achievement for al students.
2.3 Improve the performance of dl high school students.

2.4 Improve teacher and principa qudity.

Goal Three: Develop Safe Schools and Strong Characters

3.1 Ensure that our nation’s schools are safe and drug-free and that students are free of
alcohol, tobacco, and other drugs.
3.2 Promote strong character and citizenship among our nation’s youth.

Goal Four: Transform Education into an Evidence-Based Field

4.1 Raise the qudity of research funded or conducted by the Department.
4.2 Increase the relevance of our research in order to meet the needs of our customers.

Goal Five: Enhance the Quality of and Accessto Postsecondary and Adult
Education

5.1 Reduce the gaps in college access and completion among student populations
differing by race/ethnicity, socioeconomic status, and disability while increasing the
educationd attainment of dl.

5.2 Strengthen accountability of postsecondary inditutions.

5.3 Egtablish effective funding mechanisms for postsecondary education.

5.4 Strengthen Higtoricdly Black Colleges and Universties, Higpanic Serving
Ingtitutions, and Triba Colleges and Universities.

5.5 Enhance the literacy and employment skills of American adullts.

Goal Six: Establish Management Excellence

6.1 Develop and maintain financid integrity and management and interna controls.
6.2 Improve the strateg c management of the Department’ s human capitd.
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6.3 Manage information technology resources, using e-gov, to improve service for our
customers and partners.

6.4 Modernize the Student Financid Assstance programs and reduce their high-risk
gatus.

6.5 Achieve budget and performance integration to link funding decisons to results.

6.6 Leverage the contributions of community- and faith-based organizations to increase
the effectiveness of Department programs.

6.7 By becoming a high performance, customer-focused organization, earn the
President’ s Qudity award.

M anagement Challenges of the Department of Education

| ssue #1.

Correct long standing financia management problems
| ssue #2:

Strengthen information technology security

| ssue #3:

Improve internd controls

| ssue #4:

Improve contract monitoring

| ssue #5:

Bdance compliance monitoring and technical assstance
| ssue #6:

Mesting its god of removing the student financid assstance programs from the Generd
Accounting Office “high risk” list

| ssue #7:
Pursue appropriate €ectronic government initiatives
| ssue #8:

Improve strategic management of human capita
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| ssue #9:

Improve and test continuity of operations plans
| ssue #10:

Improve management of 1T assats

| ssue #11:

Obtain reliable performance data and improve performance measures

Ol G Strategic Goals

Goal 1
To improve the Department’ s programs and operations
Goal 2:

To protect the integrity of the Department’s programs and operations
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